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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6222/July 15, 1980 


PERMANENT SUSPENSION OF REGULATION A 
EXEMPTION OF ELECTRONIC CONTROL SYSTEMS, 
INC. 


The Securities and Exchange Commission has 
issued an order permanently suspending the 
Regulation A exemption from registration under the 
Securities Act of 1933, as amended, with respecttoa 
public offering of securities of Electronic Control 
Systems, Inc., Fairmont, West Fairmont 26554. 


According to the order, the Commission has reason 
to believe, among other things, that (a) the issuer’s 
offering circular contains misleading statements of 
material facts and omits to state material facts 
necessary to make the statements made, in light of 
the circumstances under which they were made, not 
misleading and (b) the offering, if made, would bein 
violation of Section 17 of the Securities Act of 1933, 
as amended. 


Without admitting or denying the allegations in the 
temporary suspension order, Electronic Control 
Systems, Inc. consented to the indicated findings 
and order making the suspension permanent. 
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SECURITIES AND EXCHANGE ACT OF 1934 





SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 16978/July 14, 1980 


The Securities and Exchange Commission 
announced, pursuant to Section 12(k) of the 
Securities Exchange Act of 1934 (“Exchange Act”), 
the single ten day suspension of over-the-counter 
trading for the period commencing at 11:30 A.M. 
(EDT) on July 14, 1980 and terminating at midnight 
(EDT) on July 23, 1980 of the securities of Panacolor, 
Inc., located at Caroline and Charter Roads, 
Philadelphia, Pennsylvania 19176. 


The Commission suspended trading in the 
securities of Panacolor in view of the lack of accurate 
and current information concerning the affairs of 
Panacolor and at the request of Panacolor, Inc. 
Panacolor is delinquent in filing its most recent 
Annual Report on Form 10-K for the year ended 
December 31, 1979 and its most recent Quarterly 
Report on Form 10-Q for the period ended March 31, 
1980. 


If any broker-dealer or other person has any 


information which they believe would be useful to 
the Commission relating to this matter, they should 
contact the Washington office of the Securities and 
Exchange Commission at (202) 272-2254. 


The Commission cautions brokers, dealers, 
shareholders and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be aware 
of the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension, no quotation may be entered unless and 
until they have strictly complied with all the 
provisions of such rule. If any broker or dealer has 
any questions as to whether or not he has complied 
with such rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain of the requirements of Rule 15c2- 
11, he should refrain from entering quotations 
relating to the securities in question until such time 
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as he has familiarized himself with such rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of such rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16979/July 15, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


File No. SR-NASD-80-10 


The National Association of Securities Dealers, Inc. 
(“NASD”) submitted on June 12, 1980 a proposed 
rule change under Rule 19b-4 to revise its rules to 
provide for the over-the-counter trading of 
standardized options. 


Publication of the submission is expected to be 
made in the Federal Register during the week of July 
21, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NASD-80-10. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-referenced self-regulatory 
organization. 
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For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16980/July 15, 1980 


Admin. Proc. File No. 3-5877 
In the Matter of 


VERRILLI, ALTSCHULER, SCHWARTZ, INC. 
(8-20356) 

M. RICHARD VERRILLI 

STANLEY S. ALTSCHULER 

STEPHEN SCHWARTZ 

CLIFTON J. BATSON 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these administrative proceedings ordered 
pursuant to Sections 15(b) and 19(h) of the 
Securities Exchange Act of 1934 (“Exchange Act”),! 
respondents Verrilli, Altschuler, Schwartz, Inc. 
(“Registrant”), M. Richard Verrilli (“Verrilli”), Stanley 
S. Altschuler (“Altschuler’), Stephen Schwartz 
(“Schwartz”) and Clifton J. Batson (“Batson”) have 
submitted Offers of Settlement which the 
Commission has determined to accept. Solely for the 
purpose of these proceedings and without admitting 
or denying the allegations contained in the Order for 
Public Proceedings, Registrant, Verrilli, Altschuler, 
Schwartz and Batson have consented tothe findings 
of willful violations and sanctions set forth below. 


On the basis of the Order for Public Proceedings and 
the Offers of Settlement, it is found that:? 


A. Registrant willfully violated and willfully aided and 
abetted violations of Sections 5(a) and 5(c) of the 
Securities Act of 1933 (“Securities Act’), and 
Section 15(a) of the Exchange Act and failed 
reasonably to supervise persons who were subject to 
its supervision with a view to preventing such 
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violations pursuant to Section 15(b)(4)(E) of the 
Exchange Act; 


B. Verrilli willfully violated and willfully aided and 
abetted violations of Sections 5(a) and 5(c) of the 
Securities Act and willfully aided and abetted 
violations of Section 15(a) of the Exchange Act; 


C. Altschuler willfully violated and willfully aided and 
abetted violations of Sections 5(a) and 5(c) of the 
Securities Act and willfully aided and abetted 
violations of Section 15(a) of the Exchange Act; 


D. Schwartz willfully violated and willfully aided and 
abetted violations of Sections 5(a) and 5(c) of the 
Securities Act and willfully aided and abetted 
violations of Section 15(a) of the Exchange Act; and 


E. Batson willfully violated and willfully aided and 
abetted violations of Sections 5(a) and 5(c) of the 
Securities Act; 


in connection with the offer and sale of the securities 
of ATVA Enterprises, Inc., as alleged in the Order for 
Public Proceedings. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offers of 
Settlement submitted by Registrant, Verrilli, 
Altschuler, Schwartz and Batson, respectively. 


Accordingly, IT IS ORDERED that effective as of the 
date of the issuance of this Order: 


A. Registrant, is suspended for a period of three 
months from offering to sell or selling any securities 
the sale of which was not previously registered 
pursuant to the Securities Act or which have not 
been previously resold in reliance upon the exemp- 
tion provided in Section 4(1) of the Securities the 
Act (“unregistered securities”), or acting as an 
offeree representative, investment adviser, broker or 
dealer in connection with the offer to sell or sale of 
such unregistered securities, provided that 
Registrant may engage in such activities in 





'!n the Matter of Verrilli, Altschuler, Schwartz, Inc., et 
al., Administrative Proceeding File No. 3-5877 
(February 13, 1980). 


“The findings contained in this Order shall not be 
binding upon other respondents in this proceeding. 
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connection with any offering of unregistered 
securities pursuant to any applicable exemption 
under the Securities Act or the rules and regulations 
promulgated thereunder, in which Registrant 
participated prior to the effective date of this Order. 


B. Varrilli is suspended for a period of three months 
from offering to sell or selling any securities the sale 
of which was not previously registered pursuant to 
the Securities Act or which have not been previously 
resold in reliance upon the exemption provided in 
Section 4(1) of the Securities Act (“unregistéred 
securities’), or acting as an offeree representative, 
investment adviser, broker or dealer in connection 
with the offer to sell or sale of such unregistered 
securities, provided that Verrilli may engage in such 
activities in connection with any offering of 
unregistered securities pursuant to any applicable 
exemption under the Securities Act or the rules and 
regulations promulgated thereunder, in which 
Verrilli participated prior to the effective date of this 
Order; 


C. Altschuler is suspended for a period of three 
months from offering to sell or selling any securities 
the sale of which was not previously registered 
pursuant to the Securities Act or which have not 
been previously resold in reliance upon the 
exemption provided in Section 4(1) of the Securities 
Act (“unregistered securities”), or acting as an 
offeree representative, investment adviser, broker or 
dealer in connection with the offer to sell or sale of 
such unregistered securities, provided that 
Altschuler may engage in such activities in 
connection with any offering of unregistered 
securities pursuant to any applicable exemption 
under the Securities Act or the ruies and regulations 
promulgated thereunder, in which Altschuler 
participated prior to the effective date of this Order. 


D. Schwartz is suspended for a period of three 
months from offering to sell or selling any securities 
the sale of which was not previously registered 
pursuant to the Securities Act or which have not 
been previously resold in reliance upon the 
exemption provided in Section 4(1) of the Securities 
Act (“unregistered securities”), or acting as an 
offeree representative, investment adviser, broker or 
dealer in connection with the offer to sell or sale of 
such unregistered securities, provided that 
Schwartz may engage in such activities in 
connection with any offering of unregistered 
securities pursuant to any applicable exemption 
under the Securities Act or the rules and regulations 
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promulgated thereunder, in which Schwartz 
participated prior to the effective date of this Order; 


E. Batson is suspended; 


1. for a period of one year from association with any 
broker or dealer, investment adviser or dealer, 
investment adviser or municipal securities dealer in 
any proprietary, executive, managerial or 
supervisory capacity; and 


2. Batson is suspended for a period of three months 
from offering to sell or selling any securities the sale 
of which was not previously registered pursuant to 
the Securities Act or which have not been previously 
resold in reliance upon the exemption provided in 
Section 4(1) of the Securities Act (“unregistered 
securities”), or acting as an offeree representative, 
investment adviser, broker or dealer in connection 
with the offer to sell or sale of such unregistered 
securities, unless the securities are offered in 
accordance with the terms and conditions of 
Regulation A promulgated under the Securities Act. 


IT IS FURTHER ORDERED that Registrant, Verrilli, 
Altschuler, Schwartz and Batson comply with the 
undertakings enumerated in their respective Offers 
of Settlement. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16981/July 15, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-Phix-80-16 


The Philadelphia Stock Exchange, Inc. (“PhIx”), 
submitted on July 1, 1980, a proposed rule change 
under Rule 19b-4 to amend Sections 1-1(b), 1-1(c), 
12-1(g), 12-10, 14-9, 15-13 of its By-Laws and 
rescind Sections 21-1 through 21-6 of its By-Laws, to 
eliminate Phlix’s class of Associate Membership 
which is available to members of the Boston Stock 
Exchange. The Phlix states that the business 
Objectives of its Associate Membership 
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arrangement with the Boston Stock Exchange are 
now being achieved through the Intermarket 
Trading System.! 


Publication of the submission is expected to be 
made in the Federal Register during the week of July 
21, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Phix-80-16. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, otherthan those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
BS. 


Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








The BSE also rescinded its rules regarding 
associate membership. See Securities Exchange act 
Release No. 16907 (June 19, 1980), 45 FR 42909 
(June 25, 1980). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16982/July 15, 1980 


In the Matter of 


MIDWEST STOCK EXCHANGE, INC. 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-80-6) 
ORDER APPROVING PROPOSED RULE CHANGE 


On May 9, 1980, the Midwest Stock Exchange, Inc. 
(“MSE”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (“Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change to 
require every member, member organization, 
partner in a member firm or officer or director of a 
member corporation to preserve a record of every 
order transmitted, received or cancelled by such 
party, for a three year period, as required by 
Securities and Exchange Commission Rule 17a-4 
(17 CFR 240.17 a-4). 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16865, 
Jun 2, 1980) and by publication in the Federal 
Register (45 FR 38469, June 9, 1980). All written 
statements with respect to the proposed rule change 
which were filed with the Commission and all written 
communications relating to the proposed rule 
change between the Commission and any person 
were considered and (with the exception of those 
statements or communications which may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §552) were made available to 
the public at the Commission’s Public Reference 
Room. No comments were received. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges, in 
particular with Sections 6(b)(5) and 17(d)(1) of the 
Act, andthe rules and regulations thereunder, inthat 
the proposed rule change would be in the public 
interest and protect investors by facilitating the 
periodic examination of member organizations 
pursuant to agreements now in effect with other self- 
regulatory organizations. 
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IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, 
approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16983/July 16, 1980 


In the Matter of 


CONSOLIDATED TAPE PLAN 
(S7-433) 


ORDER APPROVING AMENDMENTS TO PLAN 


On March 31 and April 23, 1980, the Consolidated 
Tape Association (“CTA”) filed with the Commission 
pursuant to Section 11A of the Securities Exchange 
Act of 1934 (the “Act’), and Rule 11Aa3-1 
thereunder, copies of a proposed restatement and 
amendment of the joint industry plan (the “Plan”) 
governing the consolidated transaction reporting 
system. Among other things, the proposed 
amendments would (1) reflect the subscription of 
the Boston Stock Exchange, Inc. and the Cincinnati 
Stock Exchange, Inc. to the Plan, (2) revise certain 
aspects of the voting arrangement under the Plan, 
(3) provided that transactions reported over moving 
tickers shall not be accompanied by market 
identifiers, (4) eliminate the requirement that the 
National Association of Securities Dealers, Inc. 
(“NASD”) file rules governing the reporting of 
transactions executed in the over-the-counter 
market by NASD members as an amendment to the 
Plan and (5) eliminate the current exception from 
reporting for transactions involving purchases by an 
issuer of its own securities off the floor of an 
exchange at a time when bids or purchases on an 
exchange would not be permitted under proposed 
Rule 13e-2! under the Act. 


The Commission, having due regard for the 
purposes of the Act, including the public interest, 
the protection of investors, the maintenance of fair 
and orderly markets, and the need to remove 
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impediments to, and perfect the mechanisms of, a 
national market system, has declared the 
amendments effective as of the date of this release.” 


IT IS THEREFORE ORDERED, pursuant to Section 
11A of the Act and Rule 11Aa3-1, thereunder, that 
the above-mentioned proposed amendments be, 
and they hereby are, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








'See Securities Exchange Act Release No. 10539 
(December 13, 1973), 38 FR 34341. 


“The proposed amendments effecting these 
changes were noticed for public comment in 
Securities Exchange Act Release No. 16802 (May 
12, 1980), 45 FR 33756. As a result of the approval of 
the restatement and amendment of the Plan, the 
Commission is also approving certain amendments 
which would (1) reduce access charges to vendors 
and other persons for receipt of combined Network A 
and Network B transaction information and (2) 
effect an eight percent increase in display charges to 
subscribers for receipt of last sale information with 
respect to Network A. These amendments were 
noticed for public comment in Securities Exchange 
Act Release Nos. 16368 (November 27, 1979) and 
16347 (November 16, 1979) 44 FR 70248 and 44 FR 
67002, respectively. 
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PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21655/July 14, 1980 


In the Matter of 


SYSTEM FUELS, INC. 
666 Poydras, Noro Plaza 
New Orleans, Louisiana 70130 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-6478) 


NOTICE OF PROPOSAL TO LEASE RAILROAD 
EQUIPMENT 


NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company (“Arkansas”), Louisiana Power & 
Light Company (“Louisiana”), Mississippi Power & 
Light Company (‘Mississippi’), and New Orleans 
Public Service, Inc. (“New Orleans”), (“collectively 
the Operating Companies”), all public utility 
subsidiary companies of Middle South Utilities, Inc. 
(“Middle South”), a registered holding company, 
together with System Fuels, Inc. (“SFI”), a jointly 
owned nonutility subsidiary company of the 
Operating Companies, have filed an application- 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 9, 10 and 12(b) of the Act and 
Rule 45 promulgated thereunder as applicable to 
the proposed transaction. All interested persons are 
referred to the application-declaration, which is 
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summarized below, for a complete statement of the 
proposed transaction. 


SFl proposes to enter into a lease of railroad 
equipment (“Lease”) with The Connecticut Bank 
and Trust Company, as trustee (“Owner Trustee”) 
designated as such in an agreement between the 
Owner Trustee and Xerox Credit Corporation or a 
wholly owned subsidiary thereof, under which SFI 
will lease from the Owner Trustee 750 100-ton rotary 
dump Bethgon Coalporters (“Equipment”). The 
Equipment will be used initially to transport coal 
from Wyoming to the White Bluff Steam Electric 
Generating Station being constructed by Arkansas. 


The Equipment is presently being manufactured by 
Bethlehem Steel Corporation (“Bethlehem”) and 
delivery of, and payment for, the Equipment is 
presently expected to commence in September, 
1980 and to terminate no later than December 31, 
1980. Bethlehem will sell the Equipment to the 
Owner Trustee and will retain a security interest in 
the Equipment. The currently established cost of the 
Equipment is $32,400,000. The cost is subject to 
increase primarily based upon increases in certain 
of Bethlehem’s costs, although any amounts in 
excess of $35,640,000 will, unless otherwise agreed 
among the parties, be excluded from the cost. SFI 
will be obligated to purchase any cars which are not 
purchased by the Owner Trustee as a result of such 
exclusion. 


Concurrently with the initial purchase of Equipment 
by the Owner Trustee, SFI will enter into the Lease 
with the Owner Trustee. The basic term of the Lease 
will terminate on January 1, 1999. SFI will have the 
options (a) to renew the Lease for all of the 
Equipment at that time under the Lease for one two- 
year period at a semi-annual rental equal to 50% of 
the semi-annual rental during the basic term and (b) 
by right of first refusal to purchase all of the 
Equipment at that time under the Lease from the 
Owner Trustee. 


The Lease will be a net lease conferring all 
responsibility for operation, maintenance, 
insurance, certain taxes, and other expenses upon 
SFI. SFI will be obligated to maintain the Equipment 
in good operating order, normal wear and tear 
excepted, and will have the right at its own cost and 
expense to make certain modifications and 
improvements to the Equipment. The Lease will be 
noncancellable except: (a) in the event of total loss, 
destruction or irreparable damage of the 
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Equipment; or (b) on or after January, 1991, upona 
determination by SFI that the Equipment has 
become economically obsolete. 


Lease payments will be made by SFI in one interim 
payment on January 1, 1981 and thereafter over the 
basic term in thirty-six semi-annual installments, 
payable in arrears, commencing on July 1, 1981. 
These semi-annual Lease payments will each be in 
an amount equal to 4.91522% of the owner’s cost. 
SFI understands that the Lease rate is equivalent to 
an effective annual interest rate of 6.96273%. 


So long as SFI makes timely payments and fully 
performs all of its obligations under the Lease and 
related documents, the Owner Trustee covenants, as 
lessor, that it will not hinder or interfere with SFl’s 
peaceable and quiet enjoyment of the possession 
and use of the Equipment. 


SFI does not presently contemplate subleasing any 
of the Equipment. However, it is possible that in the 
future SFI may sublease to third parties, with the 
written consent of the lessor (not to be unreasonably 
withheld), a portion of the Equipment which at that 
time represents excess Coal transportation capacity. 
Any such subleasing transactions would be of a 
temporary nature. 


In connection with the proposed transaction, 
Arkansas, Louisiana, Mississippi and New Orleans, 
as the Operating Companies of SFI, will covenant 
and agree that so long as SFI shall have any 
obligations under the Lease and certain related 
documents the Operating Companies will, severally 
in accordance with their present respective shares 
of ownership of the common stock of SFI, take any 
and all action as, from time to time, may be 
necessary to keep SFI in a sound financial condition 
and to place SFI in a position to perform and 
discharge, and will cause SFI to perform and 
discharge, in a timely manner, all of its obligations 
under the documents referred to above. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that no state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 11, 1980, request 
in writing that a hearing be held on such matter 
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stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
filed or as it may be amended, may be granted as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21656/ July 15, 1980 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC: 
2 Broadway 
New York, New York 10004 


COLUMBUS AND SOUTHERN OHIO 
ELECTRIC COMPANY 

215 North Front Street 

Columbus, Ohio 43215 


(70-4596) 
(54-259) 


NOTICE OF FILING OF PLAN PURSUANT TO 
SECTION 11(e) FOR RETIREMENT OF PUBLICLY- 
HELD SHARES OF COMMON STOCK OF 
SUBSIDIARY 
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NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (“AEP”), a registered holding 
company, has filed with this Commission an 
amended plan (“Plan”) pursuant to Section 11(e) of 
the Public Utility Holding Company Act of 1935 
(“Act”) providing for the retirement of the publicly- 
held shares of common stock of Columbus and 
Southern Ohio Electric Company (“CSOE”), an 
electric utility subsidiary. All interested persons are 
referred to the Plan, which is summarized below, for 
a complete statement of the proposed transaction. 


By supplemental memorandum and order dated 
February 12, 1980 (HCAR No. 21433), AEP was 
authorized to acquire the common stock of CSOE. By 
supplemental order dated March 28, 1980 (HCAR 
No. 21498), AEP was authorized to tender shares of 
its common stock in exchange for shares of common 
stock of CSOE, on the basis of 1.3 shares of AEP 
common stock for each share of CSOE. As a result of 
the tender, which terminated June 20, 1980, AEP 
acquired 15,870,876 shares (or 96.71%) of the 
16,410,426 outstanding shares of CSOE’s common 
stock. The remaining 539,550 shares of CSOE 
common stock are still held by members of the 
general public. AEP states that although the 
exchange offer expired June 20, 1980, it will, prior to 
the effective date of the Plan (discussed below), offer 
informally to exchange, under the authorization 
previously granted by this Commission, its common 
shares for CSOE common shares on the basis of 1.3 
shares of common stock of AEP for each common 
share of CSOE. 


The principal terms and provisions of the Plan areas 
follows: 


1. Prior to the effective date of the Plan each holder of 
record of outstanding common shares of CSOE shall 
be entitled (i) to all rights of such record holders, 
including the right to vote and to receive such 
dividends as may be paid on such shares, or, in the 
alternative, (ii) to deposit with AEP or its agent his 
certificate(s) for common shares of CSOE in 
exchange for certificate(s) for common shares of 
AEP on the basis of 1.3 shares of common stock of 
AEP for each common share of CSOE; provided, 
however, that neither AEP nor its agent shall be 
obligated to issue and/or deliver any fractional 
share of common stock of AEP, but shall be entitled 
to deliver to such depositor a check representing the 
value of such fractional interest on the basis of the 
reported closing sale price of common stock of AEP 
on the New York Stock Exchange on the business day 
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preceding the date of the exchange; and provided 
further that neither AEP nor its agent shall be 
obligated to effect any such exchange upon a day 
which shall be a record date for the determination of 
those shareholders of CSOE, or of AEP, who shall be 
entitled to receive a dividend or to vote or for some 
other purpose. 


2. On and after the effective date of the Plan, holders 
of certificates for common shares of CSOE, other 
than AEP, shall cease to have any rights as 
shareholders of CSOE, and shall become owners and 
record holders of shares of common stock of AEP on 
the basis of 1.3 shares of common stock of AEP for 
each common share of CSOE so held. 


3. On the effective date of the Plan, CSOE shall issue 
to and in the name of AEP one or more certificates 
representing all of the common shares of CSOE 
which shall be changed pursuant to the Plan into 
shares of common stock of AEP, and AEP shall 
become as of said effective date, the owner and 
record holder of all of the outstanding common 
shares of CSOE. 


4. From and after the effective date of the Plan, the 
holder of any certificate previously representing 
common shares of CSOE shall, upon surrender of 
such certificate (or certificate issued in lieu thereof) 
to AEP or its agent, be entitled to receive a certificate 
for shares of common stock of AEP, upon the basis 
specified in paragraph 2 above. No fractional shares 
of common stock of AEP shall be issued in 
connection with the Plan but, in lieu thereof, as soon 
as practicable after the effective date of the Plan, 
AEP’s agent shall sell the fractional interests in the 
shares of common stock of AEP to which the holders 
of record of common shares of CSOE on the effective 
date would otherwise have been entitled, in the open 
market or otherwise, for the account of such holders. 
The proceeds of such sales, which may be held in 
any commercial form of bank account or accounts, 
shall be paid to such holders, without interest, at the 
time of the due surrender of their certificates for 
common shares of CSOE to AEP’s agent in exchange 
for certificates for shares of common stock of AEP. 


5. Upon the fifth anniversary of the effective date of 
the Plan, AEP and CSOE shall be entitled, with the 
approval of this Commission, to apply to the court 
referred to below, for an order or decree finding that 
AEP made all reasonable efforts to locate holders of 
unexchanged shares of CSOE’s common stock and 
ordering that neither AEP nor CSOE shall have any 
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further obligations to solicit the surrender of any 
unsurrendered certificate or to take any other action 
with respect thereto other than as specified in 
paragraph 4 above and paragraph 6 below. 


6. Upon the fifth anniversary of the effective date of 
the Plan, AEP shall be entitled to instruct its agent to 
deliver to AEP any funds held by its agent pursuant to 
paragraph 4 above with respect to certificates for 
common shares of CSOE not surrendered for 
exchange, and after such delivery the agent shall 
have no obligation to any person with respect to such 
funds or with respect to certificates previously 
representing common shares of CSOE. Upon and 
after such payment and until the fifteenth 
anniversary of the effective date of the Plan, any 
holder of record of certificates (or certificates issued 
in lieu thereof) previously representing common 
shares of CSOE shall be entitled, upon due surrender 
to AEP, but only upon due surrender, of such 
certificates to receive from AEP shares of common 
stock of AEP upon the basis set forth in paragraph 2 
above and the funds formerly held for the account of 
such holder by AEP’s agent pursuant to paragraph 4 
above, to be paid by AEP. All such funds delivered by 
its agent to AEP pursuant to this paragraph shall be 
held by AEP as part of its general funds and may be 
used in its business. Such funds shall not be 
required to be set aside, held in trust, paid over to 
any entity, or segregated for holders of such 
certificates, nor shall AEP be under any obligation to 
record in its accounts any reserve or other provision 
for the payment of any amount to the holder of any 
such certificate. 


7. Upon and after the fifteenth anniversary of the 
effective date of the Plan, such holders who shall not 
theretofore have surrendered such certificates (or 
certificates issued in lieu thereof) shall cease to have 
any Claims against AEP or CSOE or against any 
person whatsoever on account of or with respect to 
the shares represented by such certificates. 


The Plan will become effective on a date set by AEP, 
such date to be within 30 days after the entry of an 
order by a District Court of the United States 
approving and enforcing the Plan. The carrying out 
of the Plan is subject to all necessary approvals by 
this Commission under the Act, and to the approval 
and enforcement of the Plan, by a District Court of 
the United States having jurisdiction, as fair and 
equitable and as appropriate to effectuate the 
provisions of Section 11 of the Act. 
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It is stated that notice shall be given to the holders of 
certificates for common shares of CSOE (or 
certificates issued in lieu thereof) of their eligibility 
to receive distributions under the Plan, and of the 
fact that common shares of CSOE held by them will 
cease to have any rights other than to receive the 
common stock of AEP upon due surrender of 
certificates pursuant to the Plan, by mailing not 
more than 30 days after the effective date of the Plan 
to each such person whose address appears of 
record on the stock books (or the equivalent thereof) 
of CSOE, and by publication by AEP at the time of 
such mailing at lease once in at least one newspaper 
published and of general circulation in Columbus, 
Ohio, and in a newspaper published and of 
circulation in New York, New York. In addition, 
during a period of five years from the effective date of 
the Plan, AEP shall at least once during each 
calendar year within such period, solicit the 
surrender by the holders thereof, at their 
last known addresses, of all certificates previously 
representing common shares of CSOE (or 
certificates issued in lieu thereof) which have not 
previously been deposited. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that no state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 11, 1980, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said Plan which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon AEP and CSOE at the above-stated addresses, 
and proof of services (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the Plan, as 
amended or as it may be further amended, may be 
approved as provided in Section 11(e) of the Act or 
the Commission may take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
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matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21657/July 15, 1980 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 

AMERICAN ELECTRIC POWER SERVICE 
CORPORATION 

New York, New York 


(70-6162) 


ORDER AUTHORIZING INCREASE IN BANK 
BORROWINGS BY SERVICE COMPANY SUBSIDIARY 
AND GUARANTY THEREOF BY HOLDING COMPANY 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, and its service 
company subsidiary American Electric Power 
Service Corporation (“Service Company”) have filed 
with this Commission post-effective amendments to 
their declaration previously filed and amended 
pursuant to Sections 6(a), 7 and 12 of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rule 50(a)(2) promulgated thereunder concerning 
the following proposed transaction. 


By order dated June 9, 1978 (HCAR No. 20585), 
declarants were authorized to enter into a loan 
agreement (‘Agreement’) with the Chase 
Manhattan Bank, N.A. (‘Chase’), concerning 
borrowings by Service Company from Chase of up to 
$10,000,000 and a guaranty of such indebtedness 
by AEP. The Agreement provides, among other 
things, that the notes issued thereunder will mature 
on May 1, 1985; that borrowings will bear interest at 
an annual rate of 105% of the Chase’s prime rate 
until May 31, 1979, and at an annual rate of 108% of 
its prime rate from May 31, 1979, until maturity; and 
that Service Company will pay quarterly each year a 
substitute interest at the rate of 1/2% per annum on 
the daily average unused portion of the $10,000,000 
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of credit made available. At present Service 


Company has outstanding $8,500,000 of such 
borrowings. 


By post-effective amendments declarants request 
authorization to enter into an amendment 
(“Amendment”) to the Agreement, pursuant to 
which Chase would agree to lend Service Company 
up to an additional $5,000,000 from time to time 
through May 31, 1985, thus making Chase’s total 
commitment $15,000,000. AEP would guarantee 
the borrowings by Service Company under the 
Amendment, and confirm its guarantee of 
borrowings under the Agreement. 


Borrowings under Chase’s additional $5,000,000 
commitment under the Amendment would be 
evidenced by unsecured promissory notes (1) which 
mature May 31, 1985; (2) which bear interest 
payable quarterly at an annual rate equal to(a) 108% 
of the higher of Chase’s prime rate or its Base Rate 
(the rate for three-month negotiable certificates of 
deposit published weekly by the Federal Reserve 
Bank of New York plus 1/2 of 1%) until May 31, 
1981, and (b) 108% of Chase’s prime rate from May 
31, 1981, until maturity; and (c) which are 
prepayable in whole or in part without penalty. The 
Amendment will also provide for the quarterly 
payment of substitute interest (computed from the 
date of the Commission’s order authorizing the 
transaction) at the rate of 1/2% per annum on the 
average daily unused portion of the $5,000,000 
additional credit made available under the 
Amendment. Borrowings under the original 
Agreement will continue to bear interest as therein 
provided. 


It is stated that borrowings by Service Company 
under the Amendment, together with further 
borrowings under the original Agreement, will be 
used to provide working capital and to provide funds 
for the acquisition of real estate for the construction 
of a new office building for Service Company in 
Columbus, Ohio. 


Declarants claim exemption from the competitive 
bidding requirements of Rule 50 for Service 
Company’s issuance of notes to Chase pursuant to 
Rule 50(a)(2). 


The fees and expenses to be incurred in connection 


with the proposed transaction are estimated at 
$2,100. No state commission and no federal 
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commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective 
amendments to the declaration has been given in 
the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 21261), and no hearing has 
been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
adverse findings are necessary; and ‘that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said declaration, as 
amended, be permitted to become effective. 


IT IS ORDERED, pursuant -to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended by said post-effective 
amendments, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21658/July 15, 1980 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


(70-6468) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
PREFERRED STOCK 


Central Power and Light Company (“CPL”), an 
electric utility subsidiary of Central and South West 
Corporation, a registered holding company, has filed 
with this Commission an application-declaration 
and amendments thereto pursuant to Sections 6(a) 
and 7 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 62 and 65 promulgated 
thereunder concerning the following transactions. 
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CPL proposes to issue and sell 400,000 shares of its 
_______-% preferred stock, par value $100 per share 
(the “New Preferred”), at not less than $100 per 
share nor more than $102.75 per share, with 
dividends to accrue only from the date of issue. The 
annual dividend rate, the redemption prices, and the 
price to be paid CPL will be determined by 
competitive bidding. It is proposed that the New 
Preferred will be protected against refunding, 
through issuance of prior or parity securities at a 
lower cost of money to CPL, fora five year period. The 
New Preferred Stock will be entitled to a mandatory 
sinking fund sufficient to retire up to a maximum of 
20,000 shares (not to exceed 5% of the number of 
shares originally issued) of the New Preferred Stock 
on or prior to August 1 in each year beginning in 
1985 at the sinking fund redemption price of $100 
per share and unpaid accrued dividends. The 
Company shall have a non-cumulative option to 
redeem through the sinking fund on or prior to 
August 1 in each year beginning in 1985 not more 
than the number of shares subject to the annual 
mandatory sinking fund requirement (not to exceed 
5% of the number of shares originally issued). The 
redemption of such additional shares through the 
sinking fund will not reduce the sinking fund 
requirement in any subsequent year. Shares of the 
New Preferred Stock redeemed otherwise than 
through the sinking fund or the purchaser by the 
Company may be applied to satisfy the sinking fund 
of one or more of the August 1 dates. Shares 
redeemed through or applied to the sinking fund 
shall become authorized but unissued shares of 
undesignated preferred stock but may not be 
reissued as shares of the New Preferred Stock. At 
least six days prior to entering into any contract or 
agreement for the sale of the New Preferred, CPL will 
publicly invite written proposals for the purchase or 
underwriting thereof. 


The net proceeds to be derived by the Company from 
the issue and sale of the New Preferred will be used 
by CPL to repay a portion of the outstanding short- 
term borrowings incurred or expected to be incurred 
to finance construction expenditures. CPL will have 
approximately $70,000,000 of short-term 
borrowings outstanding at the date of the issuance of 
the New Preferred. No funds generated from the 
New Preferred nor any of the borrowings retired 
thereby will be or have been utilized to pay the cost of 
facilities which would not be needed to provide 
service to customers of the Company if it were not 
part of the Central and South West System, nor will 
any expenditures be made by the Company for the 
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construction or acquisition of any facility not so 
needed prior to the time all funds covered by this 
application-declaration have been expended. For 
the purposes of the foregoing representation, it is 
assumed that none of the facilities construction or 
acquisition of which would be part of any proposal 
forming the subject of the proceedings in Central 
and South West Corporation, et al. (Admin. Proc. File 
No. 3-4951) would be needed to provide service to 
customers of the Company if it were not part of the 
Central and South West System. 


Estimated construction and fuel exploration and 
development expenditures (including allowance for 
funds used during construction (“AFUDC”) in the 
amounts set forth in (a) below) of the Company for 
1980 through 1982 are as follows: 
1980 1981 1982 
(Millions) 
Generation (b) $118 $120 $128 
Transmission 19 21 84 
Distribution 26 27 30 83 
Nuclear Fuel 16 5 6 27 
Fuel exploration and 
development 13 19 22 54 
Other 6 6 8 20 
TOTAL $198 $198 $278 $674 


(a) Total expenditures include AFUDC 
following amounts: 1980-$22,000,000; 
$29,000,000; 1982-$42,000,000. 


in the 
1981- 


(b) Total generation estimates include expenditures 


for pollution control facilities 
amounts: 1980-$5,000,000; 
none. 


in the following 
1981-none; 1982- 


The Company will need to sell additional securities 
during the period 1980-1982 to finance further 
portions of this program. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$72,000, including rating agency fees of $10,000, 
printing expenses of $13,000 and legal fees of 
$19,000. No state or federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21629), and no hearing has been 
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requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the 
Rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and Rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11254/July 11, 1980 


In the Matter of 


COLONIAL TAX EXEMPT INCOME FUND, INC. 
75 Federal Street 
Boston, Massachusetts 02110 


(811-2707) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Colonial Tax Exempt Income Fund, Inc. 
(‘Applicant’), an open-end, diversified, 
management investment company registered under 
the Investment Company Act of 1940 (“Act”), filed 
an application on April 18, 1980, for an order 
pursuant to Section 8(f) of the Act declaring that 
Applicant has ceased to be an investment company. 
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On June 6, 1980, a notice was issued (Investment 
Company Act Release No. 11206) of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing, and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an investment 
company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Colonial Tax Exempt Income 
Fund, Inc., under the Act shall forthwith cease to be 
in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11255/July 11, 1980 


In the Matter of 


ALPEX COMPUTER CORP. 
Commerce Park 
Danbury, Connecticut 06810 


(812-4683) 


NOTICE OF FILING OF AN APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXTENDING EXEMPTIVE PERIOD OF PRIOR ORDER 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT OTHER THAN SECTIONS 9, 17(a), 17(d), 
17(e), 23 AND 36 THROUGH 53 AND THE RULES 
AND REGULATIONS THEREUNDER 


NOTICE IS HEREBY GIVEN that Alpex Computer 


Corp. (‘Applicant’), registered under the 
Investment Company Act of 1940 (“Act”), as a 
closed-end management investment company, filed 
an application on May 21, 1980 and an amendment 
on June 27, 1980, requesting an order of the 
Commission to extend until December 31, 1980 the 
exemptive period of a prior order (“Prior Order’) 
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which exempted Applicant for a period of two years 
commencing on May 9, 1978, from compliance with 
all requirements of the Act and the rules and 
regulations thereunder, except those requirements 
set forth in Sections 9, 17(a), 17(d), 17(e), 23 and 36 
through 53 of the Act and the rules and regulations 
under such provisions (Investment Company Act 
Release No. 10236, May 9, 1978). All interested 
persons are referred to the application on file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that from its organization in June 
1968 through March 1970, Applicant was directly 
engaged, and from April 1970 until November 1973 
it was engaged through Pitney Bowes-Alpex, Inc. 
(‘PB-A’’), primarily in the development, 
manufacture and marketing of Sales Point 
Information Computing Equipment. From April 
1970 until June 1973, Applicant owned 50% of PB- 
A’s common stock. In June 1973, Pitney Bowes, Inc. 
(“Pitney Bowes”), Alpex’s joint venturer in PB-A, 
obtained a majority equity interest in PB-A, and 
seven of the nine seats on PB-A’s Board of Directors 
thereafter were filled by designees of Pitney Bowes. 


In November 1973, the Board of Directors of PB-A 
voted, over the objections of Applicant’s 
representatives, to wind up the operations of PB-A 
and terminate its business. In December 1973, 
Applicant commenced an action in the United 
States District Court for the Southern District of New 
York on its behalf and derivatively on behalf of PB-A 
seeking to recover damages from Pitney Bowes and 
seven present or former officers and/or directors of 
PB-A. 


When Applicant's equity interest in PB-A was 
reduced to 36%, however, such interest became 
“investment securities” as defined in the Act and 
Applicant fell within the definition of an investment 
company as set forth in Section 3(a)(3) of the Act. In 
1974, Applicant registered pursuant to Section 8 of 
the Act as an investment company. In 1975, 
Applicant received an order pursuant to Section 6(c) 
of the Act exempting Applicant from the reporting 
requirements of the Act through December 31, 
1975. 


Applicant states that in June 1974 it commenced 
research and development activities primarily 
utilizing electronic technology and devices. In 1976, 
Applicant entered into separate license agreements 
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with Coleco Industries, Inc., and Fairchild Camera 
and Instrument Corporation, under which such 
companies manufactured and sold electronic 
television games developed by Applicant. In 
addition, in 1976, Alpex began developing a small 
computer system which it called the Alpex 900 
Information Network (the “System”). Because of the 
substantial change in the nature of Applicant’s 
business beginning in 1974 and in lieu of applying 
for further exemptions from the Act, in April 1976, 
Applicant applied for an order declaring that 
Applicant had ceased to be an investment company 
and that its registration under the Act ceased to bein 
effect pursuant to Section 8(f) of the Act. 


While the application pursuant to Section 8(f) was 
pending, Applicant and Pitney Bowes reached a 
settlement of Applicant’s claims under which, in 
September 1976, Applicant received $11,000,000. 
A portion of the proceeds of the settlement (net of 
provision for income taxes and certain legal 
expenses) was applied by Applicant for the required 
redemption on May 1, 1977 of the entire outstanding 
$3,500,000 principal amount of its 9% convertible 
subordinated debentures due September 1, 1983 
and to the payment of $866,250 of accumulated 
deferred interest thereon. The balance of such net 
proceeds were placed by Applicant in United States 
treasury bills and insured savings accounts pending 
application to its on-going business activities. 


Applicant states that in response to the Section 8(f) 
application, the staff advised Applicant that it would 
not recommend approval of such application at that 
time. However, in light of Applicant’s status as an 
inadvertent investment company and the 
substantial change in the nature of its business 
beginning in 1974, Applicant applied for and 
received the Prior Order. At the time the Prior Order 
was requested, Applicant contemplated that it might 
be ina position to renew its application pursuant to 
Section 8(f) of the Act for termination of its 
registration thereunder prior to the May 9, 1980 
expiration date of the Prior Order. 


Applicant indicates that it began manufacturing the 
System in 1978 and in April 1979 began marketing 
the System. The System is intended for use by 
businessmen, executives and others needing up to 
the minute information on which to base decisions. 
The System requires no programming knowledge or 
special skills and utilizes ordinary telephone lines to 
transmit information which is displayed almost 
immediately on a standard color or black and white 
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television set. Applicant represents that it incurred 
research and development expenditures of 
$599,278 in 1978 and $648,352 in 1979, in 
connection with the System. In August 1979, as a 
result of the inability to market the System, a 
modification program was begun primarily to 
incorporate in the System a dedicated cathode ray 
tube, which displays considerably more data than 
television sets originally intended to be utilized with 
the System. The program resulted in a provision for 
inventory write-downs of $450,000 as of June 30, 
1979. Applicant states that on September 10, 1979, 
due to the continued inability to market the System, 
the Board of Directors of Applicant authorized 
certain actions which significantly reduced 
Applicant’s operations. The Board authorized the 
program modifying the System to continue on a 
limited basis. Also, as authorized by the Board, 
Applicant terminated 23 of its 39 employees and 
began returning for credit or selling certain of its 
inventories and fixed assets (resulting in an 
additional provision for inventory write-downs of 
$800,000 and a provision for fixed asset write-downs 
of $60,000). Applicant also states that the Board 
accepted voluntary reductions in officer’s salaries 
and secured the services of marketing consultants 
for the purposes of reviewing Applicant’s business 
and prospects. 


In light of Applicant's inability thus far to market the 
System, Applicant represents that the Board has 
considered the viability of discontinuing operations 
and liquidating Applicant but has to date rejected 
this possibility for several reasons. Applicant’s 
liabilities currently exceed its assets by a substantia! 
amount (i.e., an aggregate deficit of $779,961 as of 
March 31, 1980, as shown in Applicant’s Form 10-Q 
Quarterly Report for the quarter ended on that date). 
Therefore, liquidation of Applicant at this time would 
produce proceeds insufficient to repay in full 
Applicant’s outstanding long-term debt securities 
(having a current aggregate principal amount of 
$2,492,000). As a result, Applicant asserts that its 
stockholders likely would receive no distribution if 
Applicant were to be liquidated at the present time. 
In addition, the current and future value of 
Applicant’s holdings of cash and United States 
treasury bills ($1,429,091 as at March 31, 1980) and 
its net operating loss carryovers ($1,900,000 as at 
March 31, 1980 without taking account of an 
aggregate of $1,100,000 of additional book losses 
representing reserves for inventory write-downs) 
would be lost in a current liquidation. 
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Applicant represents that its Board of Directors has 
weighed the disadvantages of a current liquidation 
against the cost of remaining in business as well as 
the potential benefits which may be derived from 
Applicant’s current activities. As the result of the 
substantial cutback in personnel and activities 
which took place after the September 10, 1979 
meeting of Applicant’s Board, Applicant’s ongoing 
operating expenses have been drastically reduced 
from the level maintained in prior periods. After 
giving effect to the interest income realized on 
Applicant’s holdings of cash and United States 
treasury bills, Applicant’s net operating expenses, 
on a cash basis, were $29,971 for January 1980, 
$31,408 for February 1980, $29,078 for March 
1980, and $28,157 for April 1980. (The amounts 
reflect monthly accruals for certain cash items, such 
as interest expense on Applicant’s long-term debt 
securities and legal and accounting expenses, which 
are not paid monthly by Applicant. In addition, the 
amounts do not include certain non-recurring cash 
items related to a terminated employee and an 
adjustment of prior years’ insurance expense which 
aggregated $4,100 for January 1980, $10,800 for 
February 1980, $1,000 for March 1980, and $2,600 
for April 1980). 


Applicant represents that on October 5, 1979, the 
Board was authorized to study the feasibility of 
developing certain other products not related to the 
System. In addition, authorization was granted to 
consider a merger of Applicant or a sale of 
Applicant’s stock or assets. Alternatively, 
authorization was granted to consider utilizing a 
portion of Applicant’s assets to acquire a company 
that may not necessarily be technologically oriented, 
such as one with a positive cash flow, which could 
make use of Applicant’s net operating loss 
Carryovers. 


Applicant states that on June 12, 1980, Norman 
Alpert (“Alpert”), President of Applicant and, at that 
time, the record owner of approximately 28% of 
Applicant’s outstanding Common Stock, sold to the 
Erie Group, a Nevada corporation (‘Erie’), 442,780 
shares of Applicant's Common Stock for the 
purchase price of $177,112. The 442,780 shares 
represent 50% of the Common Stock owned of 
record by Alpert prior to such sale. 


Erie is a holding company having its principal office 
in Milwaukee, Wisconsin, which owns 10% of the 
capital stock of Erie Manufacturing Co., Inc., a 


Wisconsin corporation which has its principal 
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business and principal office located in Milwaukee. 
Erie Manufacturing Co., Inc. manufactures and sells 
water controls, energy controls and oxygen support 
equipment. 


Applicant represents that the purpose of Alpert’s 
sale of the aforementioned shares of Common Stock 
to Erie was and is to broaden the base of the 
management of Applicant and facilitate a possible 
business combination between Applicant and Erie 
pursuant to which Erie would assume control of 
Applicant’s business and management. Applicant 
further represents that Erie has agreed to use its best 
efforts to formulate and present to stockholders of 
Applicant for their approval at the next Annual 
Meeting of Stockholders of Applicant a proposal to 
effect or consummate a transaction in which Erie 
and its subsidiaries, or a portion thereof, will be 
merged into or otherwise acquired by Applicant. Erie 
has indicated, without in any manner binding itself, 
that it currently contemplates that, upon 
consummation of any such proposal, Applicant 
would assist Erie in the use of computers and 
electronics to enhance the products currently 
manufactured and sold by Erie’s subsidiaries and 
Applicant also would make available to Erie its 
12,000 square foot leased factory for the 
manufacture of certain such products. In addition, 
Erie has indicated that it currently contemplates that 
it would assist Applicant in attempting to sell its thus 
far unmarketable System, both domestically and 
internationally. Applicant contends that when such 
changes occur it will be restored to the status of an 
active operating company and will be in a position to 
renew its pending application to the Commission 
pursuant to Section 8(f) for termination of its 
registration thereunder as an investment company. 


Applicant is herein requesting an order solely forthe 
purpose of extending the exemptive period of the 
Prior Order from May 9, 1980 through December 31, 
1980, the end of Applicant’s current fiscal year. The 
period of the extension is related to the belief of 
Applicant’s management that the future course of 
the company will be charted before the end of such 
fiscal year. 


Applicant submits that no public interest would be 
served in requiring it at this time to comply with the 
requirements of the Act and the rules and 
regulations promulgated thereunder, with the 
exception of the requirements of Section 9 (making 
certain persons ineligible to serve as directors or 
officers or in certain other capacities for a registered 
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investment company), Sections 17(a), 17(d) and 
17(e) (prohibiting certain transactions between a 
registered investment company and its affiliated 
persons or principal underwriter), Section 23 
(restricting the issuance and repurchase of 
securities by a registered closed-end company), and 
Sections 36 through 53 (imposing sanctions for 
breach of fiduciary duty, larceny and embezzlement 
by persons affiliated with a registered investment 
company and setting forth certain administrative 
matters) of the Act and the rules and regulations 
under such provisions. Applicant asserts that 
compliance with certain other requirements of the 
Act continue to be, as it was at the time of the Prior 
Order, in conflict with Applicant’s corporate 
purposes and structure and unduly burdensome for 
Applicant. 


Section 6(c) of the Act provides, in part, that the 
Commission may conditionally or unconditionally 
exempt any person, security or transaction, or any 
class or classes of persons, securities, or 
transactions from any provision of the Act or of any 
rule or regulation under the Act, if and to the extent 
that such exemption is necessary or appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 5, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the addresses stated above. 
Proof of such service (by affidavit or, inthe case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
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thereof. For the Commission, by the Division of 
Investment Management, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11256/July 11, 1980 


In the Matter of 


NEL CASH MANAGEMENT ACCOUNT, INC. 
NEL CASH MANAGEMENT ACCOUNT Il, INC. 
501 Boylston Street 

Boston, Mass. 02117 

(812-4684) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTIONS 17(b) AND 17(d) OF THE ACT AND RULE 
17d-1 THEREUNDER FOR AN ORDER PERMITTING 
PROPOSED CONSOLIDATION 


NOTICE IS HEREBY GIVEN that NEL Cash 
Management Account, Inc. (“Account |) and NEL 
Cash Management Account II, Inc. (“Account 11”) 
(hereinafter sometimes referred to collectively as 
the “Accounts”, or “Applicants”) filed an application 
on May 28, 1980 for an order pursuant to Sections 
17(b) and 17(d) of the Investment Company Act of 
1940 (“Act”) and Rule 17d-1 thereunder, exempting 
from the provisions of Section 17(a) of the Act and 
permitting under Section 17(d) of the Act and Rule 
17d-1 thereunder, the imposed acquisition by NEL 
Cash Management Trust (the “Trust’) of 
substantially all of the assets of the Accounts. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicants 


Both Account | and Account II are registered under 
the Act as open-end, diversified management 
investment companies. As of May 19, 1980, Account 
| had assets of approximately $240,000,000 
beneficially owned by approximately 22,000 
shareholders and Account II had assets of 
approximately $8,600,000 beneficially owned by 
approximately 700 shareholders. 
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The Trust, a business trust organized under the laws 
of The Commonwealth of Massachusetts, is being 
organized for the purpose of succeeding to the 
operations of the Accounts and to permit an 
equitable allocation of the impact of the reserve 
requirements made applicable to money market 
funds by the Board of Governors of the Federal 
Reserve System (the “Federal Reserve Board”) on 
March 14, 1980. Among the benefits Applicants 
expect to result from the proposed transaction are 
avoidance of certain Massachusetts taxes to which 
the Accounts are now subject, and a reduction in 
various fees and expenses. Applicants represent 
that except for provisions relating to the reserve 
requirements, the investment objectives and 
policies of the Accounts and the Trust will be 
identical. 


The Trust will have three series of shares—Series A, 
B and C—participating in a single pool of assets. The 
Trust's declaration of trust will provide that shares of 
Series A shall be issued (i) to Account! in connection 
‘with the purchase of the assets of Account | by the 
Trust; (ii) in respect of investments by shareholders 
of the Trust who were shareholders of Account | 
immediately prior to such purchase and who 
continue to hold shares of Series A, but only to the 
extent such investments could have been made in 
Account | immediately prior to such purchase in 
accordance with the eligibility rules of Account|; and 
(iii) upon the payment, from time to time, of 
dividends in shares with respect to any Series A 
shares issued pursuant to (i) or (ii). The declaration 
of trust will also provide that shares of Series C shall 
be issued in respect of any investment in the Trust 
which is not subject to the Federal Reserve Board’s 
reserve requirements, and shares of Series B shall 
be issued for all other investments in the Trust. 


New England Mutual Life Insurance Company (“New 
England Life’) is registered as an investment adviser 
under the Investment Advisers Act of 1940 and 
serves as investment adviser for Account | and 
Account II and will serve as investment adviser for 
the Trust. New England Life presently owns more 
than five percent of the outstanding shares of 
Account I!. The directors and officers of Account | 
‘and Account II are identical and will be the trustees 
and officers of the Trust. New England Life is an 
affiliated person of each of the Accounts, and will be 
an affiliated person of the Trust, by reason of Section 
2(a)(3)(E) of the Act. Account II is an affiliated 
person of New England Life by reason of Section 
2(a)(3)(B) of the Act. Moreover, Account |, Account 
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ll and the Trust may be affiliated persons of each 
other by virtue of Section 2(a)(3)(C) of the Act. 


The Proposed Transaction 


Applicants state that the transaction to which the 
present application relates will be effected pursuant 
to an Agreement and Plan of Reorganization and 
Liquidation (“Agreement”) among the Accounts and 
the Trust. Upon satisfaction of certain terms and 
conditions on or before a closing date (the “Closing 
Date’), including requisite approval by the 
Accounts’ shareholders, the Trust will acquire all of 
the assets and properties of the Accounts in 
exchange for shares of the Trust and the assumption 
of all of the liabilities of the Accounts by the Trust. 
Applicants represent that shares of Series A and 
Series C of the Trust will be issued to Account | in 
exchange for Account I’s assets. Applicants further 
represent that shares of Series B and Series C of the 
Trust will be issued to Account II in exchange for the 
assets of Account Il. The terms of the Agreement 
provide that the acquisition of the assets of the 
Accounts by the Trust shall be accomplished on the 
basis of the Accounts’ respective net asset values. 
Applicants state that the number of Trust shares to 
be issued to Account | and Account II is determined 
by dividing the value of the assets of Account I, or 
Account II, as the case may be, to be transferred to 
the Trust, by the net asset value per share of the 
Trust. 


Following the exchange of the assets of the Accounts 
for shares of the Trust, the Accounts will be dissolved 
and liquidated. As part of the liquidation the 
Accounts will distribute shares of the appropriate 
Trust series to their respective shareholders in 
exchange for their Account shares. Applicants 
assert that because each Account seeks to maintain 
a constant net asset value per share of $10.00 and 
the constant net asset value per Trust share has 
been set at $1.00, each Account shareholder will be 
entitled to receive ten shares of the Trust for each 
account share owned on the Closing Date. 


According to the application, the Trust will establish 
for each Account shareholder open accounts 
containing the appropriate number of shares of each 
series. Applicants state that each of the Accounts 
will bear its own mailing expenses in connection with 
the proposed transaction. Applicants also state that 
the Trust will assume all other fees and expenses 
incurred by the Accounts in connection with the 
proposed transaction; the expenses borne by the 
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Trust will be charged against the income of the Trust 
over a period not to exceed one year. If the 
acquisition by the Trust of the assets of either 
Account is not consummated for any reason, the 
non-participating Account shall bear its own 
expenses relating to the Agreement and the 
transactions contemplated thereby. Applicants 
further submit that the reorganization may be 
abandoned prior to the Closing Date by mutual 
consent of the Accounts and the Trust or by any of 
them if any condition to be satisfied by the others has 
not been satisfied or if material litigation is pending 
or threatened against any of them in respect of the 
proposed transaction. 


Orders Requested 


Section 17(a) of the Act provides, in pertinent part, 
that it is unlawful for an affiliated person of a 
registered investment company, or an affiliated 
person of such a person, acting as principal, 
knowingly to sell any security or other property to, or 
knowingly to purchase any security or other property 
from, such registered company. Section 17(b) of the 
Act provides, however, that notwithstanding Section 
17(a) of the Commission, upon application, shall 
exempt a transaction from such prohibition if 
evidence establishes that the terms of the proposed 
transaction, including the consideration to be paid, 
are reasonable and fair and do not involve 
overreaching on the part of any person concerned, 
and that the proposed transaction is consistent with 
the policy of each registered investment company 
concerned and with the general purposes of the Act. 


Section 17(d) of the Act and Rule 17d-1 thereunder 
provide, in pertinent part, that it shall be unlawful for 
an affiliated person of a registered investment 
company, or an affiliated person of such a person, to 
participate in or effect any transaction in connection 
with any joint enterprise or arrangement in which 
any such registered investment company is a 
participant, unless an application regarding such 
arrangement has been granted by the Commission. 
In passing upon such application the Commission 
will consider whether the participation of such 
registered investment company is consistent with 
the provisions, policies and purposes of the Act and 
the extent to which such participation is on a basis 
different from, or less advantageous than, that of 
other participants. 


Applicants believe that the proposed transaction 
would be exempted from Section 17(a) by the 
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provisions of Rule 17a-8 adopted under the Act 
except that one basis upon which Account II is an 
affiliated person of an affiliated person of the Trust is 
that more than five percent of its outstanding shares 
are owned by New England Life. Applicants state, 
however, that prior to the consummation of the 
proposed transaction, the findings required by Rule 
17a-8 will have been boards of directors of Account | 
and Account II and the trustees of the Trust, and 
recorded in their respective minute books. 


Applicants submit that the terms of the proposed 
transaction are reasonable and fair to Account l, 
Account {I, and the Trust and do not involve 
overreaching by any person concerned, and that the 
proposed transaction is consistent with the 
purposes of the Act and the investment policies of 
the Accounts and the Trust. Applicants contend that 
there would be several benefits to the Accounts 
resulting from the proposed transaction. By 
changing their legal status from corporations to a 
business trust, both Account | and Account II, under 
current law, will no longer be subject to a 
Massachusetts tax of one-third of one percent of 
gross investment income and will not be required to 
incur the expenses of conducting regular annual 
shareholders’ meetings and of paying fees to 
authorize additional capital shares. In addition, 
Applicants represent that the transaction should 
produce economies of scale that will be beneficial to 
their shareholders. Applicants also assert that 
Account shareholders will enjoy the benefit of a 
reduction in advisory fee, because the combined 
assets of the Trust are expected to exceed 
$100,000,000, which amount is a fee break point 
under the advisory agreement to be entered into 
between New England Life and the Trust. According 
to the application, the combining of the assets ofthe 
Accounts into the Trust will also eliminate certain 
duplicative expenses. The costs of the transaction, 
estimated at $100,000 (with the exception of 
mailing expenses of Account | and Account II), will 
be borne by the Trust, thus charging the same 
amount per share to each shareholder of Account | 
and Account I|. Applicants state that the Agreement 
further provides that the Accounts will participate in 
the transaction on substantially identical terms, and 
it therefore is appropriate that each share bear the 
same per share cost. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 5, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
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statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11257/July 11, 1980 


In the Matter of 


TRUSTEES’ EQUITY FUND, INC. 
1250 Drummers Lane 

(P.O. Box 1100) 

Valley Forge, Pennsylvania 19482 


(811-1420) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On June 13, 1980, a notice was issued (Investment 
Company Act Release No. 11213) of an application 
filed on October 31, 1979, by Trustees’ Equity Fund, 
Inc. (“Applicant”), an open-end, diversified 
management investment company registered under 
the Investment Company Act of 1940 (“Act”), 


736/SEC DOCKET 


requesting an order of the Commission, pursuant to 
Section 8(f) of the Act, declaring that Applicant has 
ceased to be an investment company. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration under the Act of Trustees-Equity 
Fund, Inc., shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Reiease No. 11258/July 15, 1980 


In the Matter of 


NEA INCOME FUND, INC. 
Three Parkway 
Philadelphia, PA 19101 


(811-2678) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On June 16, 1980, a notice was issued (Investment 
Company Act Release No. 11214) of an application 
filed on May 21, 1980, by NEA Income Fund, Inc. 
(“Applicant’’), an open-end, diversified, 
management investment company registered under 
the Investment Company Act of 1940 (‘Act’), 
requesting an order of the Commission, pursuant to 
Section 8(f) of the Act, declaring that Applicant has 
ceased to be an investment company. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
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of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT !S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration under the Act of NEA Income 
Fund, Inc., shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11259/July 16, 1980 


In the Matter of 


VANGUARD MUNICIPAL BOND FUND, INC. 
1250 Drummers Lane 
Valley Forge, PA 19482 


(812-4647) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 UNDER THE ACT 


On June 16, 1980, a notice was issued (Investment 
Company Act Release No. 11215) of an application 
filed on March 31, 1980, and amended on June 5, 
1980, by Vanguard Municipal Bond Fund, Inc. 
(formerly Warwick Municipal Bond Fund, Inc.) 
(‘Applicant’), an open-end, diversified 
management investment company registered under 
the Investment Company Act of 1940 (“Act”), for an 
order of the Commission, pursuant to Section 6(c) of 
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the Act, exempting Applicant from the provisions of 
Section 2(a)(41) of the Act and Rules 2a-4 and 22c-1 
thereunder to the extent necessary to permit 
Applicant’s Money Market Portfolio to compute its 
net asset value using the amortized cost method of 
valuing its portfolio securities. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request fora 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a-4 and 22c-1 under the Act, to the extent 
requested, be and hereby is, granted, effective 
forthwith, subject to the following conditions agreed 
to by Applicant: 


(1) In supervising the operations of the Money 
Market Portfolio and delegating special 
responsibilities involving management of the Money 
Market Portfolio to Applicant’s investment adviser, 
Applicant’s board of directors undertakes—as a 
particular responsibility within the overall duty of 


care owed to its stockholders—to establish 
procedures reasonably designed, taking into 
account current market conditions and the Money 
Market Portfolio’s investment objectives, to stabilize 
the Money Market Portfolio’s net asset value per 
share, as computed for the purpose of distribution, 
redemption and repurchase at $1.00 per share. 


(2) Included within the procedures to be adopted by 
the board of directors shall be the following: 


(a) Review by the board of directors, as it deems 
appropriate and at such intervals as are reasonable 
in light of current market conditions, to determine 
the extent of deviation, if any, of the Money Market 
Portfolio’s net asset value per share as determined 
by using available market quotations from the $1.00 
amortized cost price per share, and maintenance of 
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records of such review.! 


(b) In the event such deviation from the $1.00 
amortized cost price per share exceeds 1/2 of 1%, a 
requirement that the board of directors will promptly 
consider what action, if any, should be initiated. 


(c) Where the board of directors believes the extent 
of any deviation from the Money Market Portfolio’s 
$1.00 amortized cost price per share may result in 
material dilution or other unfair results to investors 
or existing stockholders, it shall take such action as it 
deems appropriate to eliminate or to reduce to the 
extent reasonably practicable such dilution or unfair 
results, which may include: redeeming shares in 
kind; selling portfolio instruments prior to maturity 
to realize capital gains or losses, or to shorten the 
Money Market Portfolio’s average portfolio maturity; 
withholding dividends; or utilizing a net asset value 
per share as determined by using available market 
quotations. 


(3) The Money Market Portfolio will maintain a 
dollar-weighted average portfolio maturity 
appropriate to its objective of maintaining a stable 
net asset value per share; provided, however, that 
the Money Market Portfolio will not (a) purchase any 
instrument with a remaining maturity of greater than 
one year, or (b) maintain a dollar-weighted average 
portfolio maturity in excess of 120 days.’ 


(4) Applicant will record, maintain and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 


thereto) described in condition 1 above, and 





‘To fulfill this condition, Applicant intends to use 
actual quotations, or estimates of market value 
reflecting current market conditions chosen by its 
board of directors in the exercise of its discretion to 
be appropriate indicators of value, which may 
include, inter alia, (1) quotations or estimates of 
market value for individual portfolio instruments, or 
(2) values obtained from yield data relating to 
classes of money market instruments published by 
reputable sources. 


‘In fulfiling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted 
average portfolio maturity in excess of 120 days, the 
Money Market Portfolio will invest its available cash 
in such a manner as to reduce its dollar-weighted 
average portfolio maturity to 120 days or less as soon 
as reasonably practicable. 
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Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of the 
board of Directors’ considerations and actions taken 
in connection with the discharge of its 
responsibilities, as set forth above, to be included in 
the minutes of the board’s meetings. The documents 
preserved pursuant to this condition shall be subject 
to inspection by the Commission in accordance with 
Section 31(b) of the Act as though such documents 
were records required to be maintained pursuant to 
rules adopted under Section 31(a) of the Act. 


(5) The Money Market Portfolio will limit its portfolio 
investments, including repurchase agreements, to 
those U.S. dollar-denominated instruments which 
Applicant’s board of directors determines present 
minimal credit risks, and which are of high quality as 
determined by any major rating service or, in the 
case of any instrument that is not rated, of 
comparable quality as determined by the board of 
directors. 


(6) Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to condition 2(c) above 
was taken during the preceding fiscal quarter, and, if 
any action was taken, will describe the nature and 
circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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(812-4226) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER OF THE COMMISSION AMENDING A 
PREVIOUS ORDER GRANTING EXEMPTION FROM 
THE PROVISIONS OF SECTION 22(d) OF THE ACT 
PURSUANT TO SECTION 6(c) OF THE ACT AND 
PERMITTING AN OFFER OF EXCHANGE PURSUANT 
TO SECTION 11 OF THE ACT 


NOTICE IS HEREBY GIVEN that Insured Municipals- 
Income Trust (the “Municipal Fund”), Investors 
Corporate-Income Trust (the “Corporate Fund”), 
Investors’ Governmental Securities-Income Trust 
(the “Government Fund”) and Investors’ Quality Tax- 
Exempt Trust (the “Tax-Exempt Fund”), registered 
under the Investment Company Act of 1940 (the 
“Act”) as unit investment trusts (collectively referred 
to herein as the “Funds”), their sponsor, Van 
Kampen Filkin & Merritt, Inc., and a co-sponsor of 
the Corporate Fund, Dain Bosworth, Incorporated 
(collectively referred to as the “Applicants”), filed an 
application on June 13, 1980, and an amendment 
thereto on June 24, 1980, requesting an order of the 
Commission amending in the manner described 
below earlier orders of the Commission dated June 
29, 1979 (Investment Company Act Release No. 
10752), November 28, 1978 (Investment Company 
Act Release No. 10498), October 17, 1978 
(Investment Company Act Release No. 10442), and 
January 31, 1978 (Investment Company Act Release 
No. 10109). These orders pursuant to Section 6(c) of 
the Act exempted from the provisions of Section 
22(d) of the Act the offer and sale of units of such 
Funds pursuant to a conversion option (the “Plan”), 
and pursuant to Section 11 of the Act permitted such 
Funds to offer their units at net asset value plus a 
fixed dollar sales charge pursuant to the Plan. 
Applicants propose to extend the conversion option 
to certificateholders of Series 1 and subsequent 
series (as such series may from time to time be 
created) of Pennsylvania Insured Municipal Bond 
Trust (the “Insured Fund”) and Investors’ Municipal 
Pennsylvania Unit Trust (“IMPUT’’) (the 
“Pennsylvania Funds”). All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Under the Plan, as currently administered, a 
certificateholder in one of the Funds wishing to 
dispose of his units in a series of that Fund for which 
a secondary market is being maintained has the 
option to convert his units into units of another Fund 
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(e.g., Corporate into Municipal, or Municipal into 
Government) of any series for which units are 
available for sale. The Applicants state that the 
purpose of the Plan is to provide investors in each of 
the Funds a convenient and less costly means of 
transferring interests as their investment 
requirements change. The Applicants state that the 
respective sponsors have indicated that they intend 
to maintain a market for the units of each series of 
the respective Funds; however, there is no obligation 
to maintain such a market. Consequently, the 
respective sponsors reserve the right to modify, 
suspend or terminate the Plan at any time without 
further notice to certificateholders. 


Under the Plan, as amended, the Applicants state 
that each conversion transaction operates in a 
manner essentially identical to any secondary 
market transaction except that a certificateholder 
wishing to exercise the conversion privilege must 
have held his Fund units for at least eight months 
prior to any such conversion. 


The portfolio securities of the Municipal Fund, the 
Government Fund, and the Tax-Exempt Fund (“Daily 
Valued Funds”) are valued on a daily basis, and the 
secondary market for units of the Daily Valued Funds 
is maintained at a price based on the bid side 
evaluation of the underlying portfolio securities for 
each Fund. The portfolio securities of the Corporate 
Fund are valued on a weekly basis for secondary 
market transactions at a price based on the offering 
side evaluation of such securities. The Applicants 
state that the following sales charges apply to 
secondary market transactions in units of the 
Municipal Fund, Tax-Exempt Fund, Government 
Fund and Corporate Fund, 5.7%, 5.9%, 4.0% and 
4.5%, respectively, of the related public offering 
prices for such Funds. Thus, under the Plan the 
purchase of units from certificateholders of the Daily 
Valued Funds is madeat prices based on the bid side 
evaluation of the units of such Funds being 
purchased, and the resale of units upon conversion 
to such certificateholders is made at prices based on 
the bid side evaluation of units in the case of resales 
of units of the other Daily Valued Funds and at prices 
based on the offering side evaluation of units in the 
case of resales of units of the Corporate Fund. In the 
case of purchase of units from certificateholders of 
the Corporate Fund, prices are based on the offering 
side evaluation of the units being purchased, and 
resales of units upon conversion to such 
certificateholders are made at prices based on the 
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bid side evaluation of units of the Daily Valued Funds 
being sold. 


Applicants hereby seek to extenac the Plan to 
certificateholders of Series 1 and subsequent series 
(as such series may from time to time be created) of 
the Pennsylvania Funds, unit investment trusts 
sponsored by Van Kampen Filkin & Merritt, Inc. The 
Pennsylvania Funds are comprised of securities the 
interest income from which is exempt from both 
federal and Pennsylvania income taxes. The only 
significant difference between the two funds is that 
the Insured Fund has an insurance feature virtually 
identical to that in the Municipal Fund, whereas 
IMPUT has no such insurance feature. Applicants 
propose to allow Pennsylvania Fund 
certificateholders to use the proceeds from the sale 
of units of either Pennsylvania Fund to acquire units 
in any series or group of series of any one or more 
than one of the Daily Valued Funds, the Corporate 
Fund and/or the other Pennsylvania Fund. In 
connection therewith, the Pennsylvania Funds will 
be treated exactly the same as the Daily Valued 
Funds and all sales and acquisitions related thereto 
will consequently be based on the same terms and 
be subject to the same conditions referred to above, 
as such terms and conditions relate to transactions 
in the Daily Valued Funds. 


The Applicants assert that the rationale for allowing 


certificateholders of the Municipal Fund, Tax- 
Exempt Fund, Government Fund and Corporate 
Fund to participate in the Plan and effect Fund 
transactions at a reduced sales charge is equally 
applicable to certificateholders of the Pennsylvania 
Funds. Thus, the Applicants argue that 
certificateholders of the Pennsylvania Funds should 
be allowed to participate in the Plan and convert 
their units into units of the Municipai Fund, Tax- 
Exempt Fund, Government Fund, Corporate Fund or 
the other Pennsylvania Fund at a reduced sales 
charge of $15.00 per unit. 


Section 11{c) of the Act provides, among other 
things, that exchange offers involving registered unit 
investment trusts are subject to the provisions of 
Section 11(a) of the Act irrespective of the basis of 
exchange. Section 11(a) of the Act provides, in 
pertinent part, that it shall be unlawful for any 
registered open-end company or any principal 
underwriter for such a company to make, or cause to 
be made, an offer to the holder of a security of such 
company or any other open-end investment 
company to exchange his security for a security in 
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the same or another such company on any basis 
other than the relative net asset values of the 
respective securities to be exchanged unless the 
terms of the offer have first been submitted to and 
approved by the Commission. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof shall sell any redeemable 
security issued by such company to any person 
except at a current offering price described in the 
prospectus. The sales charge described in the 
prospectus of each of the Funds and the 
Pennsylvania Funds for effecting regular secondary 
market purchase and sale transactions is greater 
than the sales charge which wili be applicable to 
transactions under the Plan. Rule 22d-1 under the 
Act permits certain variations in sales charges, none 
of which it is alleged will be applicable to 
transactions under the Plan. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or 
classes of persons, securities, or transactions from 
any provision of the Act or of any rule or regulation 
under the Act, if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 11, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon the Applicants at the address stated above. 
Proof of such service (by affidavit or, inthe case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
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Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 9130/July 15, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
ALLEN F. LEGEL, ET AL. (S.D. Fla., Ft. Lauderdale, 
Civil Action No. 80-6248-CIV-EPS) 


Jule B. Greene, Administrator, Atlanta Regional 
Office, and the Miami Branch Office of the Securities 
and Exchange Commission, announced that on June 
24, 1980, the Honorable Eugene P. Spellman 
entered Final Judgments of Permanent Injunction 
against Allen F. Legel, Lawrence L. McGowan, and 
John W. Roberts, Jr., based on their consents, 
without admitting or denying the allegations in the 
Commission’s complaint. 


On May 21, 1980, the Commission filed its 
complaint against Allen F. Legel, John W. Roberts, 
Jr., Lawrence L. McGowan, and others alleging 
violations, and the aiding and abetting of violations, 
of the antifraud and broker-dealer financial 
responsibility provisions of the federal securities 
laws. The Commission alleged that said defendants 
were principals and/or control persons of Legel 
Braswell Government Securities Corp. (“LBG”’) and 
Legel Braswell Securities Corp. (“LBS”). LBG was a 
broker-dealer, effecting transactions in exempt 
government securities, including GNMA securities. 
LBS was a broker-dealer, registered with the 
Commission, effecting transactions in minicipal, as 
well as other securities. LBG and LBS ceased doing 
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business in January, 1979, and were adjudicated 
bankrupt on June 6, 1979. 


It was alleged that said defendants caused LBG and 
LBS to engage in buying and selling various 
government securities for immediate and delayed 
delivery; to buy and sell standby commitments, and 
to enter into repurchase and reverse repurchase 
agreements with customers and other broker- 
dealers while and at a time when LBG and LBS could 
not meet their financial obligations. 


The Commission further alleged that the defendants 
aided and abetted violations of the “Net Capital 
Rule” in that LBS transacted business at atime when 
the aggregate indebtedness of LBS to all other 
persons exceeded 1,500 percentum of its net 
capital. 





Litigation Release No. 9131/July 15, 1980 


SEC v. GRADY A. SANDERS, ET AL. (District of 
Nevada, CIV LV-79-57-RDF) 


Leonard H. Rossen, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
Commission, announced that on July 9, 1980, the 
Commission filed an Application for an Order to 
Show Cause why Grady A. Sanders, Network One, 
Inc. and Houston Complex, Inc. should not be held in 
civil contempt for their failure to obey a Final 
Judgment issued by the U.S. District Court for the 
District of Nevada. 


The Commission originally filed a complaint against 
Sanders, Network One, Houston Complex and 
certain other persons on April 2, 1979. In that 
complaint, the Commission alleged that the 
defendants disseminated false and misleading 
statements about Houston Complex and Network 
One to create the illusion that both were established 
firms, thereby causing their stock to increase from 
less than 50 cents per share to more than $12 dollars 
per share. The defendants, consented to entry of a 
Final Judgment of Permanent Injunction which 
enjoins them from violating the antifraud, reporting 
and registration provisions of the federal securities 
laws. The Final Judgment also provides for certain 
mandatory relief. 


In the instant Application, the Commission charges 
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that Sanders, Network One and Houston Complex 
have violated the Court’s Final Judgment in that they 
have failed to establish and maintain audit 
committees for Network One and Houston Complex. 
The Final Judgment requires that each company 
appoint an audit committee consisting of two 
unaffiliated directors. The Court order further 
mandates that the audit committees shall conduct 
certain internal inquiries, prepare corrective 
disclosure and monitor compliance by the 
companies with the Final Judgment of Permanent 
Injunction. 


The Commission has requested that Sanders, 
Network One and Houston Complex be held in civil 
contempt for their failure to obey the Final Judgment 
and seeks a fine of $1000 dollars per day to be paid 
by each named defendant until they have 
demonstrated to the Court that they have complied 
with the Final Judgment. 





Litigation Release No. 9132/July 16, 1980 


SECURITIES AND EXCHANGE COMMISSION v. LLC 
CORPORATION (United States District Court for the 
District of Columbia, Civil Action No. 80-1761) 


The Securities and Exchange Commission today 
announced that the United States District Court for 
the District of Columbia entered a Final Judgment of 
Permanent Injunction against LLC Corporation 
(“LLC”) restraining and enjoining LLC from further 
violations of the proxy provisions of the Securities 
Exchange Act of 1934. LLC consented to the entry of 
the judgment without admitting or denying the 
allegations of the Commission’s Complaint. 


The Commission’s Complaint, also filed today, 
alleges that LLC violated the proxy provisions of the 


federal securities laws by distributing to its 
shareholders proxy soliciting materials which 
contained numerous materially false and 
misleading statements and which omitted to state 
numerous material facts. By the use of the proxy 
soliciting materials Defendant LLC sought 
authorization for the issuance of up to 3,300,000 
shares of LLC stock in connection with a proposed 
exchange offer leading to the acquisition of 
3,000,000 shares of American Investment Company 
(“AIC”) stock. Specifically the Complaint alleges that 
the proxy soliciting materials failed to disclose 


742/SEC DOCKET 


adequately, among other things, the manner and 
method by which the proposed transaction would be 
accomplished, the position of LLC’s largest 
shareholder with respect to the proposed 
transaction, the costs to LLC of the transaction, the 
effect that the proposed transaction would have on 
various credit agreements, the required approvals 
by federal and state regulatory agencies and the risk 
that such approvals might not be obtained. The 
Complaint also alleges that the proxy materials 
failed to disclose information required by Schedule 
14A of the Commission’s proxy rules. [17 C.F.R. 
240.14a-101]. 


In addition to the entry of the Final Judgment 
permanently enjoining LLC from violating the proxy 
provisions of the federal securities laws, the court 
also ordered LLC to prepare and disseminate to its 
shareholders within 30 days of the judgment a report 
containing a description of the allegations of the 
Complaint filed by the Commission against LLC and 
a summary of all material corporate developments 
since April, 1980. LLC also consented to refrain from 
holding any LLC shareholders’ meeting or voting to 
approve any resolution or corporate action for which 
shareholder approval is required with regard to the 
acquisition of any or all of the shares of AIC without 
first resoliciting the proxies of its shareholders and to 
refrain from soliciting any further proxies without 
first submitting the proxy soliciting materials to the 
Commission for review. 





Litigation Release No. 9133/July 16, 1980 


UNITED STATES v. MARTIN TOLCHIN, 79 Cr. 858 
(S.D.N.Y.) (LWP) 


Stephen L. Hammerman, Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission (“Commission”), and John S. Martin, 
Jr., United States Attorney for the Southern District 
of New York, announced that on May 19, 1980, ajury 
in the Southern District of New York found Martin 
Tolchin (“Tolchin”) of Lawrence, New York, guilty of 
fourteen counts of a sixteen count indictment. 
Tolchin is president and chairman of the Board of 
Directors of Tolchin Instruments, Inc., a New York 
corporation engaged in the manufacture and sale of 
musical instruments. 


The indictment, which was returned on December 4, 


Volume 20, No. 10, July 29, 1980 





1979, charged that during the years 1969 through 
1975 Tolchin caused the financial statements of 
Tolchin Instruments, Inc. to be falsely inflated by a 
total of $3,239,758. The false financial statements 
were allegedly used to obtain loans totalling 


$1,725,000 from Chemical Bank and $1,104,000 
from Bank Leumi. As a result of these activities, 
Tolchin was found guilty of violations of the antifraud 
and reporting provisions of the federal securities 
statutes, the laws prohibiting the filing of false 
statements in securing loans from federally insured 
banks, conspiracy and obstruction of justice. 


On June 30, 1980, the Honorable Lawrence W. 
Pierce sentenced Tolchin to two 2-year prison terms, 
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the execution of which was suspended, and he was 
placed on probation for a period of four years. In 
addition, Tolchin was fined $10,000. 


Tolchin, in a related civil action brought by the 
Commission, consented to the entry of a permanent 
injunction from further violations of the antifraud, 
reporting, and proxy provisions of the federal 
securities laws. (S.E.C. v. Tolchin Instruments, Inc., 
et al., 77 Civil 4155 (S.D.N.Y. (CHT); LR-8100). 


For further information, see Litigation Release No. 
8958. 





SEC DOCKET/743 





UNITED STATES 
GOVERNMENT PRINTING OFFICE 
SUPERINTENDENT OF DOCUMENTS 
WASHINGTON, D.C. 20402 aS 
U.S.MAIL 
ers 





OFFICIAL BUSINESS 


POSTAGE ANDO FEES PAID U.S. 
SECURITIES AND EXCHANGE COMMISSION 


SERTASCOSBISSDUEO24R FIRST CLASS MAIL 


VV 


ROCESSING DEPT 


FOR SALE BY THE SUPERINTENDENT OF DOCUMENTS U.S. GOVERNMENT 
PRINTING OFFICE WASHINGTON, D.C. 20402 
SUBSCRIPTION PRICE: $79.00 A YEAR: $98.75 FOR FOREIGN MAILING 


THE PRINTING OF THIS PUBLICATION HAS BEEN APPROVED BY THE 
OFFICE OF MANAGEMENT AND BUDGET (JANUARY 1, 1974) 





